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TREAS FOR OSAA 

E.O. 11652: N/A 

TAGS: BEXP, EFIN, ECRE, EAID, FHWA, KU 

SUB J : PERFORMANCE BONDS ON CONSTRUCTION CONTRACTS 

REF: (A) STATE 193388, (B) KUWAIT 3338 

1 . EMBASSY RECOMMENDS THAT BACKGROUND MATERIAL ( REF A, PARA 3) 
BE PROVIDED KUWAITI EMBASSY WITH REQUEST THAT IT BE TRANSMITTED 
NOT ONLY TO THE GOK MINISTRY OF FINANCE (MOF), BUT ALSO THE MIN- 
ISTRIES OF PUBLIC WORKS (MPW) AND OF ELECTRICITY AND WATER (MEW), 
WITH INDICATION IN ITS REPORT THAT THIS EMBASSY WILL BE 

FOLLOWING UP MATTER IN KUWAIT. EMBASSY WOULD, OF COURSE, NEED 
COPY OF THIS MATERIAL, TO AID US IN FOLLOW-UP. 

2. WHILE MOF WILL UNDOUBTEDLY HAVE AN IMPORTANT ROLE TO PLAY IN 
KUWAITI DECISION-MAKING ON SUBJECT OF SURETY BONDS, IT HAS UP 

TO NOW, AT LEAST TO OUR KNOWLEDGE, NOT BEEN INVOLVED IN QUESTION. 
ON OTHER HAND, BOTH MPW AND (TO A LESSER EXTENT) MEW HAVE BEEN 
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ARE RESPONSIBLE FOR DRAWING UP GUARANTEE PROVISIONS WHICH 
BECOME A PART OF CONSTRUCTION CONTRACTS. MPW IN FACT IS NOW 
CONSIDERING THE ADOPTION OF SURETY BONDS FOR USE IN A MAJOR 
ROADBUILDING CONTRACT IN WHAT COULD BECOME PRECEDENT BUILDING 
CASE (REF B). MOF, ON THE OTHER HAND, HAS NOT, TO OUR KNOW- 
LEDGE, EVINCED ANY INTEREST SO FAR IN QUESTION, AND, GIVEN 
HEAVY WORK LOAD AND CONCENTRATION ON OTHER AREAS, IT IS 
UNLIKELY THAT IT WOULD DO SO NOW, UNLESS MPW AND MEW WERE INITALLY 
CONVINCED BY USG EFFORTS AND WERE PREPARED TO TAKE POSITIVE 
STAND ON QUESTION WHEN IT WAS TAKEN UP BY MOF. 

3. EMBASSY PREFERENCE AT THIS POINT FOR OPTION A AS EXPANDED 
WOULD NOT RULE OUT, AT A SUBSEQUENT STATE, PARSKY OR SIMON LETTER 
TO MINISTER ATEEQI OUTLINING USG CONCERNS ON THIS ISSUE. NOR 
WOULD IT RULE OUT VISIT OF SURETY BOND TEAM TO DISCUSS MATTER WITH 
GOK OFFICIALS AS SUGGESTED REF B. INDEED, EMBASSY FEELS THAT BOTH 
STEPS WOULD PROBABLY BE REQUIRED TO CONVIENCE GOK SOUNDNESS OF 
USG POSITION. HOWEVER, WE FEEL THAT THESE STEPS SHOULD COME ONLY 
AFTER ALL RELEVANT GOK POLICY-MAKERS HAVE BEEN BROUGHT INTO 
MATTER, WHICH WILL BE AIM OF PERSONAL REPRESENTATIONS BY EMBASSY 
WITH TOP MINISTERIAL OFFICIALS INCLUDING MINISTERS THEMSELVES. 

4. EMBASSY WILL LOOK INTO REPORT PARA 5 STATE REFTEL. 

MAESTRONE 
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